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INFO OCT-01 EUR-12 ISO-00 L-03 EB-08 /024 W 

151335Z 039206/50 

P 151119Z MAR 77 

FM AMEMBASSY MADRID 

TO SECSTATE WASHDC PRIORITY 9344 

UNCLAS MADRID 1919 

FOR TREASURY (DAVID FOSTER) 

E.O. 11652: N/A 
TAGS: EFIN, SP 

SUBJECT: US-SPANISH DOUBLE TAXATION NEGOTIATIONS, MARCH 21-25 
REE: STATE 053385 

1. IN MARCH 14 SESSION OE JOINT U.S.-SPANISH ECONOMIC 
COMMITTEE, TAX NEGOTIATOR LUIS DEL ARCO SPOKE BRIEFLY ON 
THE TAX CONVENTION NEGOTIATIONS. WHILE HE QUALIFIED HIS 
REMARKS BY SAYING THAT THE ACTUAL NEGOTIATIONS WILL BE HELD 
NEXT WEEK, DEL ARCO SPOKE GUARDEDLY ON THE PROSPECTS FOR 
FULL AGREEMENT. 

2. DEL ARCO STATED THAT TWO ISSUES BLOCKED U.S.-SPANISH 
AGREEMENT: 

1) THE TAXATION OF U.S. CITIZENS IN SPAIN, WHICH HE 

SAID WAS REQUIRED BY U.S. LAW BUT NOT RECOGNIZED BY SPANISH LAW; AND 

2) U.S. TAX EXEMPTION FOR SPANISH TAXES LEVIED 

BUT NOT ACTUALLY PAID. IN THIS CONNECTION, HE REFERRED TO THE 
RELEVANT PROVISION OF THE U.S.-BRAZIL TAX CONVENTION 
(WHICH HE NOTED REMAINS UNRATIEIED BY THE U.S. SENATE). 

3. THE U.S. STANDS ON THESE TWO ISSUES, DEL ARCO POINTED 
OUT, ARE NOT IN LINE WITH THE OECD MODEL CONVENTION AND 
SPANISH PRACTICE REGARDLESS OF WHETHER THE U.S. HAS SUCC- 
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ESSFULLY NEGOTIATED THESE PROVISIONS WITH THIRD COUNTRIES. 

DEL ARCO SAID THAT OTHER POINTS OF DISAGREEMENT CAN BE RESOLVED 
DURING NEXT WEEK'S NEGOTIATIONS. OF THESE LESSER PROBLEMS, DEL 
ARCO LABELED A PROVISION ON "EILMS" AS "SOMEWHAT " DIFEICULT 
FOR SPAIN. 

4. ASSISTANT SECRETARY KATZ, THE U.S. CO-CHAIRMAN OE THE 
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COMMITTEE, REPLIED THAT THE U.S. HOPES "PROGRESS CAN BE 
MADE " IN THIS ROUND OF NEGOTIATIONS. 

5. AT SUBSEQUENT LUNCH HOSTED BY MFA DEL ARCO VOLUNTEERED TO 
EMBOFF THAT GOS MIGHT ACCEPT THE FOLLOWING: SPAIN RECOGNIZES 
OUR RIGHT TO TAX U.S. CITIZENS IN SPAIN, PROVIDED U.S. 

EXEMPTS SPANISH TAXES LEVIED BUT NOT ACTUALLY PAID 
(APPARENTLY THE "BRAZIL FORMULA").EATON 
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